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TO:  THE OFFICIALS OF THE STATE OF INDIANA 
 
 We have audited the financial statements of the State of Indiana as of and for the year ended June 30, 
2003, and have issued our opinion thereon dated December 29, 2003.  The financial transactions of the State 
of Indiana are reflected in the State of Indiana’s Comprehensive Annual Financial Report (CAFR). 
 
 In planning and performing our audit, we considered the internal controls over financial reporting in 
order to determine our auditing procedures for the purpose of expressing our opinion on the financial 
statements and not to provide assurance on the internal control over financial reporting.  However, we noted 
certain conditions in the design or operation of one or more of the internal control components that, in our 
judgment, need to be addressed by management to strengthen their internal controls. 
 
 The internal control conditions are disclosed in the following audit results and comments. 
 
 

STATE BOARD OF ACCOUNTS 
 
December 29, 2003 
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STATE OF INDIANA CAFR 
AUDIT RESULTS AND COMMENTS 

June 30, 2003 
 

  
CAPITAL LEASES 
 

The Procurement Division of the Indiana Department of Administration maintains a database of lease 
activity.  Procedures in place to update the lease database do not ensure that all qualifying leases are entered 
into the lease database.  This results in the database not being complete. 

 
Adequate lease records should be maintained by the Department of Administration to ensure that 

lease obligations are properly presented in the State’s financial statements in accordance with standards is-
sued by the Financial Accounting Standards Board. 

 
Each agency, department, institution or office is responsible for compliance with applicable statutes, 

regulations, contract provisions, state policies, and federal requirements.  Compliance is required, as ap-
plicable, with generally accepted accounting principles, and standards issued by the Governmental Accounting 
Standards Board, Financial Accounting Standards Board, and other standard setting bodies.  (Accounting and 
Uniform Compliance Guidelines Manual for State Agencies, Chapter 1) 
 
 
INFRASTRUCTURE 
 

The Indiana Department of Transportation (INDOT) does not have complete written internal pro-
cedures to ensure that all applicable infrastructure assets are capitalized on the Auditor of State's capital asset 
system.  INDOT has not documented procedures that would enable employees to determine which costs and 
at what point in the process these costs should be capitalized.  This results in an understatement of the State's 
capital assets. 

 
The Governmental Accounting Standards Board requires the capitalization of additions and im-

provements of a government's infrastructure assets. 
 
Each agency, department, institution or office is responsible for compliance with applicable statutes, 

regulations, contract provisions, state policies, and federal requirements.  Compliance is required, as ap-
plicable, with generally accepted accounting principles, and standards issued by the Governmental Accounting 
Standards Board, Financial Accounting Standards Board, and other standard setting bodies.  (Accounting and 
Uniform Compliance Guidelines Manual for State Agencies, Chapter 1) 
 
 
TRANSFERS 
 

The Auditor of State did not have procedures in place during the audit period to ensure the proper re-
cording of net transfer amounts in the financial statements.  Journal Vouchers (JVs) are used throughout the 
year by the Auditor’s office and various state agencies to record corrections, transfers between fund/centers, 
and adjustments to the state’s accounting records.  Procedures in place at the Auditor’s office were insufficient 
to ensure that transfers within the same fund were reduced to appropriate net transfer amounts in the financial 
statements. 

 
Upon our identification of transfer entries that were not properly recorded at net, the Auditor’s office 

implemented changes in its procedures that should effectively resolve this condition. 
 
Each agency, department, institution or office is responsible for compliance with applicable statutes, 

regulations, contract provisions, state policies, and federal requirements.  Compliance is required, as ap-
plicable, with generally accepted accounting principles, and standards issued by the Governmental Accounting 
Standards Board, Financial Accounting Standards Board, and other standard setting bodies.  (Accounting and 
Uniform Compliance Guidelines Manual for State Agencies, Chapter 1) 
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STATE OF INDIANA CAFR 
EXIT CONFERENCE 

 
 

The contents of this report were discussed on June 30, 2004, with Ms. Connie Nass, Auditor of State; 
and Mr. Michael Landwer, Deputy Director, State Budget Agency.  The contents of this report were also 
discussed on July 1, 2004, with Mr. Richard Whitney, Deputy Commissioner, Department of Transportation 
and on July 8, 2004, with Mr. Charles R. Martindale, Commissioner, Department of Administration.  Their of-
ficial responses to the audit findings have been made a part of this report and may be found on Pages 6 
through 11. 
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